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On August 15, 2014, Appellee, Dan Valentine, filed a Verified Complaint for Divorce.
An informal court trial was held on March 12, 2015. On May 1, 2015, a Magistrate Court entered

Findings of Facts, Conclusions of Law and Order. Appellant argued that Appellee's employer's
contribution for health insurance should be considered gross income or a fringe benefit of
Appellee's employment. See paragraph 26, Magistrate Court's Findings of Facts, Conclusions

of Law and Order. The Magistrate Court concluded that "The Affordable Care Act did not create
a new class of fringe benefits." Magistrate Court's Findings of Facts, Conclusions of Law and

Order at pie 16. Further, the Magistrate Court held that "additionally, health insurance is not
substantially similar to the examples of fringe benefits contained in the Rule. See, Rule 126(!)(2)

I.F.L.R.P." Id.
The Court entered a Judgment and Decree of Divorce on May 8, 2015. The Judgment

and Decree of Divorce calculate Appellee's income for purposes of Idaho Child Support at
$37,481.00. See Exhibit "B" Judgment and Decree of Divorce. This amount did not include an
additional amount for the health insurance paid for by Appellee's Employer.
On September 18, 2015, Appellant appealed to District Court. Oral argument on
Appellant's appeal was heard on April 25, 2016 before the District Court. District Court ordered
a Memorandum Decision and Order affirming the Magistrate's decision that Appellee's health
insurance benefits are not fringe benefits for the purposes of calculating income for Child
Support. Memorandum and Order of the District Court p. 9. The District Court held as follows:
This Court concludes that the Magistrate recognized his discretion
regarding the determination of child support. addition, he exercised that
1

On July 18, 2016, Appellant filed a Notice of Appeal through the Supreme Court.
ISSUES PRESENTED ON APPEAL
1.

Whether the Magistrate Court erred in its determination that the health insurance

benefits provided by Appellee's employer were not fringe benefits for the purpose of calculating
the parties' incomes under the Idaho Child Support Guidelines.
2.

Attorney's fees and costs pursuant to Idaho Code § 12-121.
ARGUMENT

A.

STANDARD OF REVIEW.
The Idaho Supreme Court reviews the decision of a District Court sitting in its capacity

as an appellate court. See, E.G. Pelayo v. Pelayo, 154 Idaho 855,858,303 P.3d 214,217.

In Bailey v. Bailey, 153 Idaho 526, 529, 284 P.3d 970, 973 (2012) (quoting Losser v.
Bradstreet, 145 Idaho 670, 672, 183 P.3d 758, 760 (2008)), the Idaho Supreme Court stated as

follows:
The Supreme Court reviews the trial court (magistrate) record to determine whether there
is substantial and competent evidence to support the magistrate's findings of fact and
whether the magistrate's conclusions of law follow from those findings. If those findings
are so supported and the conclusions follow therefrom and if the district court affirmed the
magistrate's decision, we affirm the district court's decision as a matter of procedure.
Bailey v. Bailey, 153 Idaho 526, 529, 284 P.3d 970, 973 (2012) (quoting Losser v. Bradstreet, 145
Idaho 670,672, 183 P.3d 758, 760 (2008).

The Idaho Supreme Court does not review the decision of the magistrate court. Id. The
Court is procedurally bound to either affirm or reverse a decision of a district court. Pelayo v.
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n.

is
court
not be
altered on appeal unless there is a manifest abuse of discretion. Margairaz v. Siegel, 137
Idaho 556, 558, 50 P.3d 1051, 1053 (Ct. App. 2002). When a trial court's discretionary
decision is reviewed on appeal, the appellate court conducts a multi-tiered inquiry to
determine: (1) whether the lower court correctly perceived the issue as one of discretion;
(2) whether the lower court acted within the boundaries of such discretion and consistently
with any legal standards applicable to the specific choices before it; and (3) whether the
court reached its decision by an exercise of reason. Sun Valley Shopping Ctr., Inc. v. Idaho
Power Co., 119 Idaho 87, 94, 803 P.2d 993, 1000 (1991).

Loughmiller v. Gustafson, No. 43779, 2016 WL 4189215, at *1 (Idaho Ct. App. Aug. 5, 2016).
In Bailey v. Bailey, 107 Idaho 324,329,689 P.2d 216,221 (Ct. App. 1984), the Idaho
Court of Appeals stated as follows:
Accordingly, we hold that trial judges in divorce cases should state reasons for their
decisions on disputed child support and attorney fee issues, unless those reasons are
otherwise obvious from the record. The statement need not be lengthy. Indeed, it may
consist of brief remarks in open court. But regardless of form, the statement at a minimum
should note the existence of the legislative guidelines and should identify those factors
which the judge has weighed in arriving at his decision.

Bailey v. Bailey, 107 Idaho 324, 329, 689 P.2d 216, 221 (Ct. App. 1984),

In Gamer v. Garner, 158 Idaho 932, 935, 354 P.3d 494,497 (2015), this Court stated that
it "exercise[s] free review over the issues of law decided by the district court to determine whether
it correctly stated and applied the applicable law." (quoting Peterson v. Peterson, 156 Idaho 85,
88, 320 P.3d 1244, 1247 (2014)). Garner v. Garner, 158 Idaho 932, 935, 354 P.3d 494, 497
(2015).
In this case the district court did not err in determining that the magistrate did not abuse its
discretion in affirming the magistrate court's findings of facts, conclusion of law and order. The
district court correctly stated and applied the applicable law to the facts of the case.

3

THE DISTRICT COURT DID NOT ERR IN DETERMINING THAT
APPELLEE'S HEALTH INSURANCE BENEFITS PROVIDED BY HIS EMPLOYER
WERE NOT "FRINGE BENEFITS" FOR PURPOSES OF CALCULATING HIS
INCOME UNDER THE IDAHO CHILD SUPPORT GUIDELINES.

The Idaho Child Support Guidelines provide a guideline for determining income of the
parents of minor children. The definition of "Gross income" is as follows:

F. Guidelines income determination--income defined. For purposes of these
Guidelines, Guidelines Income shall include the gross income of the parents and if
applicable, fringe benefits and/or potential income; less adjustments as set forth in
subdivision G of this rule.
I. Gross income defined.

a. Gross income.
i. Gross income includes income from any source, and includes, but is
not limited to, income from salaries, wages, commissions, bonuses, dividends,
pensions, interest, trust income, annuities, social security benefits, workers'
compensation benefits, unemployment insurance benefits, disability insurance
benefits, alimony, maintenance, any veteran's benefits received, education
grants, scholarships, other financial aid and disability and retirement payments
to or on behalf of a child. . ....
I.R.F.L.P. Rule 126(F)(l)(emphasis added). The guideline in defining "gross income" for
purposes of determining income for child support does not include health insurance that an
employer provides for health insurance.
Rule 126(F)(2), I.R.F.L.P provides as follows:

Fringe Benefits Defined. Fringe benefits received by a parent in the course of
employment, or operation of a trade or business shall be counted as income if they are
significant and reduce personal living expenses. Such fringe benefits might include a
company car, free housing, or room and board.
I.R.F.L.P Rule 126(F)(2).

In this case, the magistrate court recognized that the determination of child support was
discretionary. Findings of Fact, Conclusions of Law & Order, pg 12. It held that the employer
paying Appellee's health insurance was not gross income as defined by Rule 126(F)(l),
4
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The district court concluded that the magistrate court recognized its discretion regarding
child support. Memorandum Decision and Order, p. 9. The district court further held that the
magistrate court exercised that discretion by a careful review of the evidence and by stating his
reasons why it did not consider employer-paid health insurance premiums to be fringe benefits.

Id. The district held that the magistrate court based its decision on substantial and competent
evidence. Id. Thus, the did not err in affirming the magistrate's decision. Accordingly, this Court
should affirm the district court's decision as a matter of procedure.
The District Court affirmed the Magistrate Court's interpretation of Rule 26(F)(2)

1.R.F.L.P.
Employer-paid health insurance premium for an employee is not a "fringe benefit"
provided under the guidelines, per the District Court affirms the Magistrate that health insurance
coverage is not substantially similar to "fringe benefits" such as a company car, free housing, or
room and board. 26 U.S. Code § 132 provides that "fringe benefits" are generally included in an
employee's gross income and subject to income tax withholding and employment taxes per the
IRS small business employee benefits that are taxable include such things as cars, flights on
aircrafts, vacations, and tickets to sporting events. It specifically excludes health plans. In
regards to health plans, the IRS provides that "if an employer pays the cost of an accident or
health insurance plan for his/her employees, the employer's payment are not wages and are not
subject to Social Security, Medicare, and FUTA taxes, or federal income tax withholding." See

attached Exhibit "A", IRS Small Business Employee Benefits printout.
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Thus, this Court should affirm the District Court's Memorandum Decision.

C.
APPELLANT IS NOT ENTITLED TO HER ATTORNEY'S FEES PURSUANT
TO TnAHO CODE§ 12-121.
Appellee' s defense of this appeal was not frivolous, unreasonable, or without foundation
in this case, the Magistrate and District Courts ruled in Appellee' s favor. The determination of
whether the Affordable Care Act created a "fringe benefit" to increase Appellee's income for
purposes of child support is a first impression before this Court. Therefore, Appellant is not
entitled to an award of her attorney's fees.
CONCLUSION

The District Court did not err in affirming the Magistrate Court's decision to not apply
health insurance paid by the employer as a "fringe benefit". Accordingly, this Court should
affirm the District Court's Memorandum Decision.
Dated this -13::-ctay of January, 2017.
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gross income
fhe benefits are
to income tax
and
taxes.
benefits include
~ars and flights on aircraft that the employer provides, free or discounted commercial flights,
,acations, discounts on property or services, memberships in country clubs or other social clubs,
md tickets to entertainment or sporting events.
n general, the amount the employer must include is the amount by which the fair market value of
he benefits is more than the sum of what the empioyee paid for it pius any amount that the iaw
:xcludes. There are other special rules that employers and employees may use to value certain
ringe benefits. See Publication 15-B. Employers' Tax Guide to Fringe Benefits, for more
nformation.

Jnemployment Insurance
rhe Federal Unemployment Tax Act (FUTA), with state unemployment systems, provides for
>ayments of the unemployment compensation to workers who have lost their jobs. Most employers
>ay both a federal and a state unemployment tax. Only the employer pays FUTA tax; it is not
vithheld from the employee's wages.
-he Department of Labor provides information and links on what unemployment insurance is, how it
s funded, and how employees are eligible for it.
n general, the Federal-State Unemployment Insurance Program provides unemployment benefits to
iligible workers who are unemployed through no fault of their own (as determined under state law),
ind meet other eligibility requirements of state law.
• Unemployment insurance payments (benefits) are intended to provide temporary financial
assistance to unemployed workers who meet the requirements of state law.
• Each state administers a separate unemployment insurance program within guidelines
established by federal law.
• Eligibility for unemployment insurance, benefit amounts and the length of time benefits are
available are determined by the state law under which unemployment insurance claims are
established.
• In the majority of states, benefit funding is based solely on a tax imposed on employers. (Three
states require minimal employee contributions.)
• For additional information, visit the Department of Labor's website under the listing of
Unemployment Insurance Tax Topics.

Vorkers' Compensation
·he Department of Labor's Office of Workers' Compensation Programs (OWCP) administers four
1ajor disability compensation programs that provide wage replacement benefits, medical treatment,
ocational rehabilitation and other benefits to federal workers or their dependents who are injured at
1ork or who acquire an occupational disease.
1dividuals injured on the job while employed by private companies or state and local government
gencies should contact their state workers' compensation board. The Department of Labor has
everal programs designed to prevent work-related injuries and illnesses. You may obtain
iformation about these programs by visiting the Find It! By Topic Workplace Safety & Health page.
isted below are websites for specific employee groups who are covered under the relevant statutes
nd regulations by mitigating the financial burden resulting from workplace injury.

~

pays the cost of an accident or health insurance plan for his/her employees,
including an employee's spouse and dependents, the employer's payments are not wages and are
not subject to Social Security, Medicare, and FUTA taxes, or federal income tax withholding.
Generally, this exclusion also applies to qualified long-term care insurance contracts. However, the
cost of health insurance benefits must be included in the wages of S
who
own more than two
of the s N'Wnr.rcmr,n
insurance programs allow workers and their families to take care of essential medical
health
can be one of the most
benefits
The
Department of Labor's .Ll,2.9.ll!.L.Jd~=~~S2L1'1.!.':2.~!U£~!£!.S~,L!J,,!L!.!.!a=~~£Lt.=~~_g_u;,!!,!__~:..L
(COBRA) provides information on the rights and protections that are afforded to workers under
COBRA.
Certain individuals who are eligible for COBRA continuation health coverage, or similar coverage
under state law, may receive a subsidy for 65 percent of the premium. Employers may recover the
subsidy provided to assistance-eligible individuals by taking the subsidy amount as a credit on its
quarterly employment tax return. For more information see:
•
•
•

Help Employers Claim COBRA Medical Coverage Credit on Payroll Tax Form
COBRA Health Insurance Continuation Premium Subsidy
COBRA: Answers for Employers

Rate the Small Business and Self-Employed Website
Page Last Reviewed or Updated: 14-Dec-2016

